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According to the NEW YORK TIMES (10/02/87), on Oct. 1, the World Bank and the International
Monetary Fund (IMF) concluded their joint annual meeting "on an optimistic note, invigorated with
new approaches for coping with global debt." The atmosphere at the meeting of 151 participating
governments was reportedly upbeat, result of a series of proposals by Washington that marked the
adoption of a less confrontational policy toward third world nations. [In contrast, the Associated
Press (10/02/87) reported that participants at the meeting said no great progress on the debt issue
had been made.] Developing nation delegates welcomed the willingness of US Treasury Secretary
James Baker to increase resources of the World Bank, to soften IMF loan conditions and to cushion
debtors against higher interest rates and other events they are not responsible for. These measures
have long been requested by the Group of 24, a steering group representing third world nations.
"The United States has transformed the atmosphere at this meeting," said Arjun K. Sengupta,
India's executive director at the IMF. "I am more hopeful now than before." H. Otto Ruding, finance
minister of the Netherlands and chairman of the IMF's policy-making Interim Committee, said after
the meeting that he was "moderately optimistic." In his closing remarks, Michel Camdessus, IMF
managing director, said the Fund, like its partners in debt strategy, had to examine its contribution
carefully and "ask whether it, too, cannot do more. " Both Camdessus and World Bank president
Barber Conable promised to begin mobilizing immediately for the new tasks assigned by their
government shareholders. Conable told reporters that he would "make a strong case to Congress"
to win its approval of the World Bank capital increase that the Reagan administration is now
supporting. Government negotiations to raise the capital between $60 and $80 billion are expected
to last into 1988. An agreement to finance the US share of 20% would then go to Congress for
approval. The actual amount of cash handed over by governments is still to be negotiated. It would
be a fraction of the total capital increment, and the rest would be tapped only if the World Bank
encountered serious financial difficulties. The bank's present capital is $85 billion. An increase of
$60 to $80 billion would enable it to increase loans to developing countries by about $3 billion over
the $17 billion that it projects for this year. The World Bank borrows about $10 billion a year in
world capital markets, and there have been rumors that bank bonds could be downgraded by rating
agencies following reports that Peru has fallen more than six months in arrears on $69 million it
owes the Bank in principal and interest. Conable said the Bank believes that "Peru will be brought
back in before long." Its total debt to the bank is $1 billion. The joint meeting has also given impetus
to the conversion of third world debt into equity, or stocks in companies in debtor nations. "This
is part of the wave of the future," Conable said. An affiliate of the Bank, the International Finance
Corporation (IFC), advises many developing countries on ways to benefit from these conversions.
The IFC is also setting up national funds in the Philippines, Mexico and Chile that would take over
the debt from commercial banks and give them a stake in the equity that was acquired with local
currency.
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